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THE SECRETARY OF THE TREASURY 

WASHINGTON DC 20Z20 


April 11, 1985 


MEMORANDUM FOR THE SECRETARY OF STATE 

THE SECRETARY OF COMMERCE 
THE SECRETARY OF AGRICULTURE 

XASAGEMENT and BUDGET 
DIRECTOR OF CENTRAL INTELLIGENCE 
UNITED STATES TRADE REPRESENTATIVE 

PRESIDENT FOR NATIONAL SECURITY AFFAIRS 
ASSISTANT TO THE PRESIDENT FOR POLICY DEVELOPMFMT^^^^*^^ 
CmiRMAN, COUNCIL OF ECONOMIC ADVISeL 
DEPUTY SECRETARY OF THE TREASURY 
DIRECTOR, AGENCY FOR INTERNATIONAL DEVELOPMENT 


SUBJECT: 


Senior Interagency Group on International Economic Policy 



cc : 


^aff Secretary and Deputy Assistant to the President 
puty Assistant to the President for Cabinet Affairs 


ON-FILE NSC RELEASE INSTRUCTIONS APPLY 
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Multilateral Investment Guarantee Agency 

Issue 

The World Bonk has, with u.s. encouragement, developed a 
proposal for a Multilateral Investment Guarantee Agency (MIGA) 
which would provJ^de political risk insurance for foreign direct 
investment in developing countries. The Bank is seeking agree- 
ment from its meiibership to proceed to negotiations on establishing 
the MIGA, The United States must decide whether to participate 
in these negotiations. 

background 

Since 1981 the World Bank has been exploring the feasibility 
of a multilateral facility which would operate like our own OPIC, 
to insure investors against non-commercial risks such as currency 
transfer risk, expropriation and war, following extensive dis- 
cussions in the Executive Board and consultations with member 
countries, the World Bank staff has drafted a convention for 
establishing a Multilateral Investment Guarantee Agency (MIGA) 
and has asked me«Jbers whether they wish to proceed with finalizing 
the convention. (This next step could be carried out by the 
Executive Directors meeting as a Committee of the Whole or by 
representatives of interested governments in a negotiating group, > 

Efforts to create a MIGA-type arrangement in the 1960s and 
1970s failed, largely due to objections from Latin American 
countries to required standards of international arbitration. 

The current MIGA proposal is picking up some support among both 
developed (Japan, Italy, Netherlands) and developing countries 
(African and Middle Eastern countries), although most Latin 
American countries still oppose it and some industrial countries 
(Germany and France) are skeptical. Continued U.S. support 
will be crucial for the eventual creation of the MIGA. 


The United States believes that in the long run foreign 


direct investment, as a source 
resources, technology transfer 
make an important contribution 
has urged developing countries 
This position is reflected not 


of non-debt creating external 
and managerial know-how, can 
to the development process and 
to be more open to private flows, 
only in the 1984 OECD Ministerial 
Declaration and the London Summit C-ommunique , but has been a 
central theme in statements by the U.S. Governor at recent 
Development Committee meetings. Secretaries Regan and Shultz 
have supported World Bank efforts t.o develop a MIGA proposal 
because the concept is generally consistent with the Administra- 
tion's private sector approach to development. 


The potential benefits of a MIGA cannot be fully quantified 
in advance. A well-structured MIGA that is financially sound, 
leads to policy reform in developing countries, and facilitates 
investment protection and dispute settlement could be a positive 
force in facilitating foreign direct investament flows to LDCs. 
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on t^e other hand, private 

increased sigriif Icantly in' the UeS* private sector 

tinue to do so. Insurers and desirability of 

have mixed views on the although such organizations 

”‘fhrfn‘te?n*.t?fn:r^“hLrer*orro^;e:i^ haSe expreesea support. 

.nterin, neootrations sf'un'iSrsIhrSrG: 

to participate m the MIG * ^cy review of the MIGA P>^°P° 

met our basic objectives. _ qeneral consensus that for th 

Zl at the staff “rJh include the 

United states, a well to encourage policy 

;rdrv"opt:rc-i.i-i-i^PfJ,nonrriose*^?Iir:nra^ 

rt^aU«%ter?"o*tMd"Bant= a^conse-ative 

tute! a "“iiJI^tatlororinsutance coverage to 

contributions? and in LDCs. It will be ditti 
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objectionable. ^ w Is a 

If we successfully ^®5°^J®^®^XcongteUionil'' authorize- 
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R«>ron mienda t ion ..w™ mtcia 

The united States is^an'^acSptabU^basls 

regori:'ioS?’'*™^°Sn ?U states will^wof^^^^^^^ 

consistent with O.S^deve Elements outlined in l>J“0“?h.t 

trtrr;sJr.gsn'ci:s“in“de::loping a O.S. position for th. 

negotiations . 
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